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GENERAL

We performed a financial/compliance audit of Dawson Community College for the fiscal years
ended June 30, 2001 and 2002. The objectives of our audit were to: (1) determine if the financial
statements of the college present fairly its financial position and results of operation for the fiscal
years then ended; (2) determine if the college complied with applicable state and federal laws and
regulations; (3) make recommendations for the improvement of management and internal controls;
and (4) determine whether prior audit recommendations have been effectively implemented.

Thank you to the Dawson Community College staff for their cooperation and assistance during the
audit.

BACKGROUND

Dawson Community College at Glendive, Montana was established as a public junior college
under provision of an act of the 1939 Montana Legislative Assembly. Its educational courses and
staff are approved by the Montana Board of Regents.

The College offers the first two years of college work and accepts special registration for part time
work in various courses where entering students can meet the qualifications set forth.

The 1965 legislature adopted a new community college law permitting the present junior colleges
to separate from the high schools. On January 4, 1966, the Board of Trustees of Dawson County
High School and Junior College moved to separate the two schools and change the name of the
college to Dawson College. In April 1977, the name was officially changed by the Board of
Trustees to Dawson Community College to reflect better the coliege’s mission to meet the
educational needs of its Eastern Montana community.
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RECOMMENDATIONS

Finding #02-01 — Cash Reconciliations
The College did not reconcile bank accounts and funds held outside the county treasurer to the
general ledger on a monthly basis.

Recommendation

The College should reconcile all bank accounts, funds held by the county treasurer, and funds held
outside the county treasurer to the general ledger on a monthly basis. The College should keep a
subsidiary ledger of all bank accounts and investments held outside the county treasurer to
reconcile to the general ledger.

Finding #02-02 - Petty Cash
The institution has several petty cash bank accounts at Stockman Bank. The institution does not
have adequate control policies in place over management and operation of the petty cash funds.

Recommendation
The institution should adopt policies for the petty cash funds. The funds should be on an imprest
system, where the cash in the account and outstanding checks and deposits reconcile to a fixed
amount at all times.

Finding #02-03 - Vacation Accruals
The College calculates an employee’s excess annual vacation leave on a fiscal year basis instead
of a calendar year basis as required by Montana Code Annotated §2-18-617.

Recommendation
The College should calculate excess annual vacation leave and forfeitures of that vacation leave
on a calendar basis in accordance with Montana Code Annotated §2-18-617.

PRIOR YEARS’ RECOMMENDATIONS

A summary of the recommendations from fiscal years June 30, 1999 and 2000 is as follows:
Finding Status
Recommendation #1 — Excess Cash - implemented
Pell funds drawdowns not reconciled
on a timely basis




P.O. Box 1067

104 Second Avenue S.W.
H m S p C Sidney, Montana 59270
9 ° ° 406-482-2092

CERTIFIED PUBLIC ACCOUNTANTS 1-800-676-2467
FAX 406-482-2095

INDEPENDENT AUDITOR’S REPORT

Legislative Audit Committee
Of the Montana State Legislature

We have audited the accompanying general purpose financial statements of Dawson Community
College, Glendive, Montana as of and for the years ended June 30, 2001 and 2002, as listed in the
accompanying table of contents. These general purpose financial statements are the responsibility
of the College’s management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall general
purpose financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all
material respects, the financial position of Dawson Community College, Glendive, Montana, as of
June 30, 2001 and 2002, and the results of its operations and cash flows for its auxiliary funds for
the years then ended in conformity with generally accepted accounting principles.

In accordance with Government Auditing Standards, we have also issued a report dated
September 18, 2002, on our consideration of the College’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grants.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be read in conjunction with this report in considering the results of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements taken as a
whole. The accompanying supplementary information on pages 25-28 is presented for purposes
of additional analysis. The accompanying schedules of expenditures of Federal Awards on pages
29-30 are presented for purposes of additional analysis as required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. This information is not a required part of the financial statements of Dawson
Community College. Such information has been subjected to the audit procedures applied in the
audit of the general purpose financial statements and, in our opinion, is fairly stated in all material
respects in relation to the general purpose financial statements taken as a whole.

sz{ o

CHMS, P.C
Certified Publlc Accountants

September 18, 2002
OFFICES IN GLASGOW, MALTA, SIDNEY, GLENDIVE AND WOLF POINT
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STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES,

DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA

AND OTHER CHANGES

FOR THE YEAR ENDED JUNE 30, 2001

Current Funds

Unrestricted Restricted Total
Revenues:
Tuition and Fees $ 441,082 $ - $ 441,082
State Appropriations 983,178 - 983,178
Local Appropriations 1,083,420 - 1,083,420
Federal Grants and Contracts - 1,033,452 1,033,452
State Grants and Contracts - 43,273 43,273
Private Gifts, Grants, and Contracts 526 98,495 99,021
Sales and Services of Auxiliary Enterprises 357,579 - 357,579
Realized and Unrealized Gains/Losses - 8,955 8,955
Other Sources 591,629 3,463 595,092
Total Current Revenues 3,457,414 1,187,638 4,645,052
Expenditures and Mandatory Transfers:
Education and General
Instruction 1,330,324 10,000 1,340,324
Academic Support 513,148 - 513,148
Student Services 909,018 558,869 1,467,887
Institutional Support 141,014 - 141,014
Scholarships and Fellowships - 618,769 618,769
Operation and Maintenance of Plant 268,534 - 268,534
Auxiliary Enterprises Expenditures 316,978 - 316,978
Expended for Plant Facilities - - -
Total Expenditures and Mandatory Transfers 3,479,016 1,187,638 4,666,654
Other Transfers and Additions/(Deductions)
Excess of Restricted Receipts over
Transfers to Revenue - 190,215 190,215
Transfer for Debt Retirement (54,175) - (564,175)
Total Transfers and Additions/(Deductions) (54,175) 190,215 136,040
Net Increase (Decrease) in Fund Balance  $ (75,777) $ 190,215 $ 114,438

See notes to the financial statements.
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA

STATEMENT OF CASH FLOWS OF AUXILIARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2001

CASH FLOWS FROM OPERATING ACTIVITIES
Increase in Fund Balance

Changes in assets and liabilities:

(Increase) Decrease in Other Receivables

(Increase) Decrease in Inventory
Increase (Decrease) in Dorm Deposits

NET CASH USED BY OPERATING ACTIVITIES

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES
NET CASH PROVIDED BY CAPITAL FINANCING ACTIVITIES
NET CASH PROVIDED BY INVESTING ACTIVITIES

Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

Reconciliation to the Balance Sheet
Auxiliary Funds:
Cash on Deposit with County Treasurer
Cash on Hand and in Bank

Total

See notes to the financial statements.

8

$

3,685

(4,902)
(17,564)
1,763

(17,018)

(17,018)

389,608

372,590

345,802

26,788

372,590



6

S)USWSJE)S [eloUBUY BY) 0} SBJ0U 335

00Z'8%9'8 68¢'8Y $ "0v5'009 $ 116%) $ 916ZLL  § 8Ll § 80625 $ pI6LIZT
€L1812°1 9y9'61 05009 - SSLLLY VPL'SSE'} £0v'305 66€'859'}
- - - - SSLLLL IpL'SSE"} - -
€1'812'1 9v9'sl 0¥5'009 - - - £0v'805 66€'859'|
LTV'69E'L evI8e - L1661 19l €709 WL 525'656
LTr'69€" - - - - - - -
- - - - - - - $¥0'59Z
- - - 116'61 - - - -
- - - - - SSL'Le - pr0'0re
- - - - - - L29'pL -
- - - - - 20141 - -
- £vL'82 $ - $ - $ 191t $ 085l $ - $ 9EV'rS
00Z'8v9's 68¢c '8y $ 0v5'009 $ 11661 $ 9162l § 8LL9LYL  § 8025  $ ¥26LIZe
00Z'8¥9' - - - - - - -
68Y0/2°C - - - - - - -
£61'0v2'9 - - - - - - -
815'2€1 - - - - - - -
- - - - - - 661122
- - - - - - 982'09 -
- - - L2 58528 £08°€E SIZ'ST 16089
- - - 22 - 216°€ SIZ'Se 155'8€
- - - - 585'28 - - -
- - - - - 168'62 - -
- - - - - - - ovs'6z
- - - - - 658'152'1 - -
- £¥5'0L 0¥5'009 €zy'ol 191') 915'0€} 12Z'0LY 268'0/8'L
- or8'se $ - $ izt $ 0ll'6e $ - $ 962'Le $ 2pl2

INVId SS3NQ3L83ANI INIWIOV 143 SANN4 SANN4 Q3L01d1S3y SANNA ONLLYY3dO

NI 40 aNv AON3DY NVOT AXVITIXNY LLENED)
LNIWLS3IANI LNIWIHIL3Y TYMANIY 1N3AaNLs [SERR TS d3L0141S34UNN

SANN3 INVd SANNd LINZEEND
Zooz ‘o€ aNNr
133HS 30NVIvE
VNV.LNOW ‘SAIONTT1D
3937709 ALINNWINOOD NOSMVYA

1 ) ! ! ) ) ' ) I ) ) !

$

JONVIVE ANNS ANV SALLIMIEVIT VL0l
aouejeg pund |ejo]

papusay Alelodws |

pajpLysalun

(v 910N) asuefeg pung

saniqer] 1oL

(9 ajoN) suonedyqo wia)-6uo

(4 310N) seouasqy pajesuadwo)
suonezuebiQ uapms o) ang

spun4 1ayiQ o) anQ

sjsodag wooy

anuaAay paligeq

Sal|IqelT] PanJody pue a|qeied SIUNOIDY
sanljiger

S13SSV 13N aNv salLavil
S13SSV viol

juswdinb3 pue ‘yueld ‘Auadold {e10].
yuawdinbg
sjuawanoidw| pue sbuipjing
pueq
(3 910N) wawdinbg pue juelq ‘Auadolg
Spun4 1ayj0 woi4 ang
SSLOJUBAL|

S3|qeAIgIaY (B0
3|qeAIR08Y SJUNOIDY
(a =10N) a1qBAI809Y UEOT JUBPMIS
3|GBAIB0DY JUBIS)
a|qeAleDay SOXE |
:S8|qBAIBDaY

SjuBWYSaAU|
(D 810N} Jaunsess] Ajunod yum ysodaq uo ysed
(D 810N ueg ul pue pueH uo yseod

S13SSV



0l

"SJUSWISJL]S [BIOUBUY B} O} SBJ0U 885

€11'812'1 9¥9'6lL $ 0¥5'009 $ GSZ'LLL $ 1pl'sse’t  $ Z0v'80S $ 66£'8G9'L
eLLz1e's 9%0'zlL 1G6'01LS 685701 6GE'1ZY'L 191'9GY 18€'18G L
090'99 0092 £85'68 9912 (819's9) 9¥z'zs 81021
- 1S2'¥01 - - - (262'v01) -
Lov'p8 880201 £.6'6 0£0'Y 90Z'18¢g"L 048'v92 18G'GL0'E
- L2y'98 - - - - -
L9Y'¥8 - - - - - -
- 199'G1 - - - - -
- - - - - 0.8'792 -
- - £16'6 - - - 116'862
- - - - 6€6'GLL - -
- - - - - - ze8'1lL
- - - 0£0'v $£8'659 - 98¢'6€6
- - - - - - 9./'ssz
- - - - £EV'D - 9.9'6t1'L
L2G 051 LE6'Y 955'66 96L'LL 88G'SLE'L €18V T 665'251'E
199'G) - - - - -
$SR'PEL - - - - -
- - - - 8SH'ZLY -
- - - (CYARS ) - -
- - 196'21L €28t 09Z'91 - ¥¥0'95z
- - - - syL'ozl - £62
- - - - LE€'05 - -
- - - 80L'2 1£9'661'1 - -
- 695'C £Pr'SL G99'} 28¢'96 SLY'6 868'66
- - - - - - 121'1E0°)
- 29¢e' - - - - £€5'65T°L
- - $ 9vS'LL g - g - $ - $ 062'60S
ANVId SSANQ3ILEIANI ANIWIOVId3IH SANN4 AIALIHLSTIY SANN4 ONILYH3IdO
Nt 40 aNv NvO1 ALYIIIXNY ENER]
LANIWLSIANI ANINIHILIS AIYMINTS AN3IANLS Q3aLoIE1LS3ay Q3 LOIELSIENN
SANN4 LNV1d SANNS NYOT SANNZ LNIHIND
2002 ‘0¢ ANNC A3AN3 ¥VIA IHL ¥O4
S3ONVYTIVE ANNA NI SIONVHD 40 INIWILVYLS
VNVLNOW ‘JAIQNTTO
FO9TTT0D ALINNININOD NOSMYQ
! | ) | | | | ) | 1 |

JB8 A JO puz ‘sedueleg pund
Jea A J0 Bujuuibag ‘souejeg pung

aoueleg pund ul (aseasna() asealou] JaN
Spun4 usamjag si1ajsuei] AOJBPUBLIUON

suonoNpa( JayYl0 pue sasuadxd [ejo)

$SaUpalgapuy| uo jsalaiuy
saijljided jue|d jo juswaliay
SSaUpalqapu| JO JuswaSY
sasuadx3g ssudisjug Lelixny
Jueld Jo aduBUSjUIRK PuR UoleladQ
sdiysmoj|a4 pue sdiysie|oyss
poddng [euonnyiisul
S321AI8S Juspnis
yoddng ojwspedy
uononIIsy|
sasuadx3 |B1auUac) pue uonesnpy
SNOILONA3A ¥3HLO ANV SASNIAJX3I

SUOHIPPY JaUYj0 pue anusasy [ejo]

$SaUpajgapu| JO Juswallay
sailloe4 jue|d 1o} papuadx3y
sasiudiajug Alenixny Jo S90IAISS pue sajes
$8SS07/SUleS) pazjealun pue pazieay
swodu| JayYi0
$894 JUSpNIS pajoLIsay
SjUeIS) puB SPIS) SjeAlld
Sjuelq) 9)elS
SUBOT pUB SJUBIS) [elapa
swoduj jsalau]
suonjeldoiddy |2o0
suopeudoiddy aleig
$994 pue uojin]
SNOILIQAV ¥3IHLO ANV INNIAIY



STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES,

DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA

AND OTHER CHANGES

FOR THE YEAR ENDED JUNE 30, 2002

Current Funds

Unrestricted Restricted Total
Revenues:

Tuition and Fees $ 505,750 §$ - % 505,750

State Appropriations 1,259,533 - 1,259,533

Local Appropriations 1,031,121 - 1,031,121

Federal Grants and Contracts - 1,199,637 1,199,637

State Grants and Contracts - 50,337 50,337

Private Gifts, Grants, and Contracts 293 126,148 126,441

Sales and Services of Auxiliary Enterprises 412,458 - 412,458

Realized and Unrealized Gains/Losses - (133,176) (133,176)

Other Sources 365,317 138,260 503,577

Total Current Revenues 3,674,472 1,381,206 4,955,678
Expenditures and Mandatory Transfers:
Education and General
Instruction 1,449,676 9,433 1,459,109
Academic Support 255,776 - 255,776
Student Services 939,386 655,834 1,595,220
Institutional Support 171,832 ' - 171,832
Scholarships and Fellowships - 715,939 715,939
Operation and Maintenance of Plant 258,911 - 258,911
Auxiliary Enterprises Expenditures 264,870 - 264,870
Expended for Plant Facilities - - -
Total Expenditures and Mandatory Transfers 3,340,451 1,381,206 4,721,657
Other Transfers and Additions/(Deductions)
Restricted Receipts Over (Under)

Transfers to Revenue - (65,618) (65,618)
Transfer for Debt Retirement (104,757) - (104,757)
Total Transfers and Additions/(Deductions) (104,757) (65,618) (170,375)

Net Increase (Decrease) in Fund Balance  § 129,264 $ (65,618) $ 63,646

See notes to the financial statements.
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
STATEMENT OF CASH FLOWS OF AUXILIARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2002

CASH FLOWS FROM OPERATING ACTIVITIES

Increase in Fund Balance $
Changes in assets and liabilities:

(Increase) Decrease in Other Receivables

(Increase) Decrease in Inventory
Increase (Decrease) in Dorm Deposits

NET CASH PROVIDED BY OPERATING ACTIVITIES

NET CASH PROVIDED BY NONCAPITAL FINANCING ACTIVITIES
NET CASH PROVIDED BY CAPITAL FINANCING ACTIVITIES
NET CASH PROVIDED BY INVESTING ACTIVITIES

Net Increase in Cash and Cash Equivalents

Cash and Cash Equivalents, Beginning of Year

~ Cash and Cash Equivalents, End of Year $

Reconciliation to the Balance Sheet

Auxiliary Funds:
Cash on Deposit with County Treasurer $
Cash on Hand and in Bank

Total $

See notes to the financial statements.
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Dawson Community College, a Community College
District (the College), is presented to assist in understanding the College's financial statements. The
financial statements and notes are representations of the College's management, which is responsible for
their integrity and objectivity.

Reporting Entity

Dawson Community College is a community college district which has received full accreditation by the
Northwest Association of Schools and Colleges. The College is managed by a Board of Trustees, each
member of which is elected in district-wide elections. The college administration is appointed by and
responsible to the Board of Trustees.

The County government of Dawson County provides substantial services to the College. Taxes are levied
and collected by the County. Cash is maintained and invested by the County Treasurer. The County does
not significantly influence the operations of the College; thus, the College is treated as a separate and
independent unit of local government.

The College, for financial purposes, includes all funds, account groups, organizations and boards for which
the College is financially accountable, and other organizations for which the nature and significance of the
relationship are such that the exclusion would cause the College's financial statements to be misleading or
incomplete. Financial accountability is defined as the appointment of a majority of the governing body, and
by the imposition of will or the potential for financial benefit or burden.

Financial Statements

The accompanying financial statements have been prepared following the standards of accounting and
reporting as described by National College and University Business Officers (NACUBO). In accordance
with GASB No. 15, "Governmental College and University Accounting and Reporting Models", the
University has adopted the American Institute of Certified Public Accountants' (AICPA) "College Guide
Model" for presentation of its financial statements.

The statement of current fund revenues, expenditures, and other changes is a statement of financial
activities of current funds related to the current reporting period and does not purport to present the resuits
of operations or the net income or loss for the period.

Fund Accounting

The accounts of the College are maintained in accordance with the principles of fund accounting wherein
resources are classified for accounting purposes into funds that are identified by the limitations and
restrictions upon their use. Separate accounts are maintained for each fund; however, accounts with
common characteristics are combined into fund groups and reflected as such in the accompanying financial
statements. The common characteristics of the funds contained in the various fund groups are as follows:

13



DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Current Funds

Current funds are used primarily to account for transactions made in performing the primary and support
objectives of the College: instruction, research, public service, academic support, student services,
institutional support, operation and maintenance of plant, scholarships and fellowships, and auxiliary
activities. Funds included in this classification consist of:

General operating funds - These funds are used to account for transactions relating to
the educational and general operations of the College.

Auxiliary enterprises funds - These funds are used to account for transactions of
substantially self-supporting activities that primarily provide services for students, faculty,
and staff. The funds included in this classification are the dormitories and the bookstore.

Restricted funds - These funds are used to account for current funds expended for
operating purposes but are restricted by donors or other outside agencies as to how they
may be spent. Revenues of the restricted funds are reported in the statement of current
funds revenues, expenditures, and other changes only to the extent expended for current
operating purposes. The difference between receipts and expenditures is included as an
addition to or deduction from fund balance for the year.

Student Loan Funds

These funds are available for loans to students to help finance their education and are provided by federal,
private, and College sources. The federal government provides the majority of the funds.

Agency Funds

These funds are used to account for assets held by the College as custodian or fiscal agent for others. The
Plant Funds

These funds used to account for the transactions relating to investment in property. Plant funds include:

Renewal and Replacement - comprised of amounts provided for renewal and
replacement of properties.

Retirement of Indebtedness - accumulates resources for interest and principal payments
and other debt service charges relating to plant fund indebtedness.

Investment in Plant Fund - represents the total of property, buildings, equipment and
related liabilities.

14



DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of Accounting

The modified accrual basis of accounting is used by all governmental fund types and agency funds. Under
the modified accrual basis, revenues are recognized when susceptible to accrual (i.e. when they become
both measurable and available). "Measurable" means the amount of the transaction can be determined
and "available" means collectible within the current period or soon enough thereafter to be used to pay
liabilities of current period. Expenditures are recorded when the related fund liability is incurred.

To the extent that current funds are used to finance plant assets, the amounts so provided are accounted
for as (1) expenditures, in the case of normal additions, (2) mandatory transfers, in the case of required
provisions for debt amortization and interest, and property renewal and replacement, and (3) other
transfers, for all other cases.

The accrual basis of accounting is utilized by the auxiliary fund types. Under this method, revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, in essentially the
same manner as in business-type accounting and financial reporting. Auxiliary accounting and reporting for
the College includes the use of Financial Accounting Standards Board (FASB) Statements and
Interpretations, unless those pronouncements conflict with or contradict Governmental Accounting
Standards Board (GASB) pronouncements.

The College reports deferred revenue on its combined balance sheet. Deferred revenues arise when a
potential revenue does not meet both the "measurable” and "available" criteria for recognition in the current
period. Deferred revenues also arise when resources are received by the government before it has legal
claim to them, such as when grant moneys are received prior to incurring qualifying expenditures. In
subsequent periods, when both revenue recognition criteria are met, or when the government has a legal
claim to the resources, the liability for deferred revenue is removed from the combined balance sheet and

revenue is recognized.
Cash and Cash Equivalents

The College considers all investments to be highly liquid, and, therefore, cash equivalents.

Investments

Investments held outside the County Treasurer are carried at lower of cost or market. Investments with the
County Treasurer are carried at cost, which approximates market value. Investments in the State Short-
term Investment Pool (STIP) may include certain types of derivatives. A derivative is any "contract whose
value depends on, or derives from, the value of an underlying asset, reference rate or index." The STIP
portfolio includes asset-backed securities and variable-rate (floating rate) instruments. (See Note C on
Investment Risk Categories.)

Taxes Receivable

The College records taxes receivable for property taxes that have been assessed but have not yet been
collected. Property tax revenue is recognized when it is billed.
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories consist mainly of bookstore supplies and are valued at cost on the first-in, first-out method.
Use of Estimates

The preparation of these general purpose financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual amounts could differ from these estimates.

Plant and Equipment

Public domain general fixed assets ("infrastructure”) consisting of roads, parking lots, curbs, and gutters,
sidewalks, drainage systems, and lighting systems are not capitalized, as these assets are immovable and
of value only to the government.

All purchased fixed assets are valued at cost where historical records are available and at estimated
historical costs where no historical records exist. Donated fixed assets are valued at their estimated fair
market value on the date received. The costs of hormal maintenance and repairs that do not add to the
value of the assets or materiaily extend asset lives are not capitalized. Assets in the plant fund are not
depreciated.

Donated Services

The value of donated services are not recognized, since the types of services rendered do not create or
enhance the College's non-financial assets, nor do they require specialized skills.

NOTE B - LOCAL APPROPRIATIONS

All property taxes are collected by the Treasurer of Dawson County, Montana. Property tax revenue is
recognized when it is billed. Property taxes attach as an enforceable lien on property as of January 1st and
are levied on the 2nd Monday in August. They are due in two equal installments on November 30th, and
May 31st, following the levy date.

The tax levies for the Coliege for the years ended June 30, 2001 and 2002 were as follows:

Number of Mills

Year ended Year ended
6/30/2001 6/30/2002
Mandatory County Levy 46.78 4712
Voted Levy 11.43 11.57
Adult Education Levy 1.00 1.00
Retirement Levy 12.25 12.35
Total 71.46 72.04

The value of one mill was $12,443 for 2002 and $12,593 for 2001.
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE C - CASH AND INVESTMENTS

Cash and Investments, except those identified below, are held by the Dawson County Treasurer. The Board
of Trustees may invest money of the College in savings deposits, time deposits or repurchase agreements
with financial institutions that are located in Montana and are insured by the FDIC, FSLIC, or NCUA. The
Board of Trustees may also invest the College's money in obligations of the United States Government, or
in the State Short-Term Investment Pool (S.T.1.P.).

Cash and Investments held by the Treasurer of Dawson County is recorded at cost and is as follows at
June 30, 2001:

Carrying Fair Unrealized
Value Value Gain(Loss)

Invested in the :
County Investment Pool 3 2,727489 % 2,729,074 % 1,585

Cash and Investments held by the Treasurer of Dawson County is recorded at cost and is as follows at
June 30, 2002:

Carrying Fair Unrealized
Value Value Gain(Loss)

Invested in the
County Investment Pool $ 3,040,296 § 3,051,676 $ 11,380

The Dawson County Commissioners require 50% security on money held by the Dawson County Treasurer.
The governmental entities' money is insured by the Federal Deposit Insurance Corporation (FDIC) for each
"public unit" based on how the account is titled at the financial institution. The College's money invested in
the county investment pool is titled in the Dawson County Treasurer's name, and therefore is not separately
insured by FDIC insurance. The county government is considered to have $100,000 FDIC insurance for
demand deposits and $100,000 FDIC insurance for time and savings deposits in each bank within the

state.

The county investment pool has money invested in the State Short-Term Investment Pool (S.T.1.P.) which
includes asset-backed and variable-rate securities. Asset-backed securities have less credit risk than
securities not backed by pledged assets. Market risk for asset-backed securities is the same as for similar
non asset-backed securities. Variable-rate securities have credit risk identical to similar fixed-rate
securities; the related market risk is more sensitive to changes in interest rates. However, their market risk
may be less volatile than fixed-rate securities because their value will usually remain at or near par value as
a result of their interest rates being periodically reset to maintain a current market yield. The Montana
Board of Investments reported that they were not aware of any legal risks associated with any of the
S.T.I.P. investments, as of June 30, 2002.

The Securities Investor Protection Corporation (SIPC) provides protection for cash and securities held in
customer accounts by member broker-dealers. Protection is provided for up to $500,000 on each
customer's account, including up to $100,000 on claims for cash (as distinct from claims for securities).
SIPC does not cover declines in the market value of securities.

Cash and Investments not held by the county treasurer, with the exception of Edward Jones Investments,
have been recorded at cost. The Edward Jones Investments are recorded at market. A summary of the
cash and investments is as follows at June 30, 2001:
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE C - CASH AND INVESTMENTS (CONTINUED)

Book Fair Value and

Balance Bank Balance
Petty Cash Accounts 3 7305 $ 7,305
Student Loan Fund Deposits 17,212 17,212
Agency Funds Cash 3,923 3,923
Cash in Bank - Loan Reserve 62,169 62,169
Investments - Edward Jones 1,328,653 1,328,653
Total $ 1,419,262 $ 1,419,262

Deposits can be broken down into the following risk categories in accordance with GASB No. 3 as of June
30, 2001:
Bank Balance

Category 1 - Insured (FDIC) $ 86,686

Investments can be broken down into the following risk categories in accordance with GASB No. 3 as of

June 30, 2001:
Bank Balance

Category 1 - Insured (FDIC) $ 25,882
Category 1 - Insured (SIPC) 500,000

Category 3 - Includes bank balances and investments
uncollateralized and uninsured or for which collateral
has been pledged but not in the College's name 802,771

Uncategorized investments - amount invested in an external
~ investment pool (Dawson County Investment Pool). 2,729,074

§ __4057,727

The cost basis of the Edward Jones investments on June 30, 2001, was $1,515,194. The College's books
have recorded an unrealized loss on the Edward Jones investments of $186,541 as of June 30, 2001.

Cash and Investments not held by the county treasurer, with the exception of Edward Jones Investments,
have been recorded at cost. The Edward Jones Investments are recorded at market. A summary of the
cash and investments is as follows at June 30, 2002:

Book Fair Value and

Balance Bank Balance
Petty Cash Accounts $ 7292 % 7,292
Student Loan Fund Deposits 30,849 30,849
Agency Funds Cash 3,216 3,216
Cash in Bank - Loan Reserve 64,992 64,992
Investments - Edward Jones 1,251,859 1,251,859
Total $ 1,358,208 §$ 1,358,208
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE C - CASH AND INVESTMENTS (CONTINUED)

Deposits can be broken down into the following risk categories in accordance with GASB No. 3 as of June
30, 2002:
Bank Balance

Category 1 - Insured (FDIC) $ 103,133

Investments can be broken down into the following risk categories in accordance with GASB No. 3 as of
June 30, 2002:
Bank Balance

Category 1 - Insured (FDIC) $ 26,274
Category 1 - Insured (SIPC) 500,000

Category 3 - Includes bank balances and investments
uncollateralized and uninsured or for which collateral

has been pledged but not in the College’s name 725,585

Uncategorized investments - amount invested in an external

investment pool (Dawson County Investment Pool). 3,051,676
$ _ 3,777,261

The cost basis of the Edward Jones investments on June 30, 2002, was $1,567,603. The College's books
have recorded an unrealized loss on investments of $315,744 as of June 30, 2002.

Near the completion of fieldwork the market value of the investments continued to significantly decline, the
College would have additional unrealized losses in excess of $111,000 as of September 16, 2002.

NOTE D - STUDENT LOANS RECEIVABLE

The student loans receivable are reported net of the allowance for doubtful accounts. The allowance for
doubtful accounts is $10,500 as of June 30, 2001 and 2002.

NOTE E - PROPERTY, PLANT, AND EQUIPMENT

A summary of the changes in Property, Plant, and Equipment as of June 30, 2001 is as follows:

Balance Current Current Balance

6/30/2000 Additions Deletions 6/30/2001
Land $ 134,518 $ 3,000 $ - $ 137,518
Buildings 6,204,392 21,242 - 6,225,634
Equipment 1,861,220 128,990 96,351 1,893,859
Library Inventory 332,910 12,231 4,345 340,796
$ 8,533,040 $ 165,463 $ 100,696 $ 8,597,807
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE E - PROPERTY, PLANT, AND EQUIPMENT (CONTINUED)

A summary of the changes in Property, Plant, and Equipment as of June 30, 2002 is as follows:

Balance Current Current Balance
6/30/2001 Additions Deletions 6/30/2002
Land $ 137,518 $ - $ - $ 137,518
Buildings 6,225,634 14,559 - 6,240,193
Equipment 1,893,859 105,145 82,408 1,916,596
Library inventory 340,796 15,150 2,053 353,893
$ 8,597,807 $ 134,854 $ 84,461 $ 8,648,200

NOTE F - COMPENSATED ABSENCES PAYABLE

Compensated absences payable, which represent vacation and sick leave earned by employees which is
payable upon termination, were as follows:

June 30, 2001: Balance Increase Balance
6/30/2000 {Decrease) 6/30/2001
Vacation and Sick Leave $ 207,218  § 46,266 $ 253,484
June 30, 2002: Balance Increase Balance
6/30/2001 (Decrease) 6/30/2002
Vacation and Sick Leave $ 253,484  § 11,561 $ 265,045

NOTE G - LONG-TERM OBLIGATIONS

Long-term obligations consists of two mortgages payable, as described below. Changes in mortgages
payable during 2001 were as follows:

Balance Debt Principal Balance

6/30/00 Issued Payment 6/30/2001
Stockman Bank $ 700,000 $ - $ 9,202 $ 690,798
USDA Rural Development 700,000 - 5,704 694,296
$ 1,400,000 $ - $ 14,906 $ 1,385,094

Changes in mortgages payable during 2002 were as follows:

Balance Debt Principal Balance

6/30/01 Issued Payment 6/30/02
Stockman Bank $ 690,798 $ - $ 9,687 $ 681,111
USDA Rural Development 694,296 - 5,980 688,316
$ 1,385,094 $ - $ 15,667 $ 1,369,427
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE G - LONG-TERM OBLIGATIONS (CONTINUED)

The note payable to Stockman Bank of $700,000 originated on February 21, 2000. Payments of $65,298
including both principal and interest, are due on February 10 each year. The note will mature in 2025.
Interest is payable at 7.97% per annum, with the interest rate to be recalculated every five years. The
interest rate will not fall below 7% nor rise higher than 11.5%. This note is secured by the dormitory and its
contents. This note is secured by deeds of trust on real estate and improvements of the student dormitories
and adjacent parking area. The note is also secured by any furnitures, fixtures, and equipment located in
the dormitories, along with an assignment of rental revenue from all of the student dormitories owned by the
College.

The note payable to the United States Department of Agriculture - Rural Development originated on
February 21, 2000, in the amount of $700,000. Principal and interest payments of $39,410 are due on
February 21 each year for 40 years. Interest is payable at 4.75% per annum. This note is secured by an
assignment of rental revenues from all existing and hereinafter acquired student dormitory facilities owned
by the College.

Mortgages payable maturities are as follows:

Year Principal
2003 $ 16,719
2004 17,843
2005 19,047
20086 20,337
2007 21,719
thereafter 1,273,762
Total $ ___1,369427

NOTE H - RETIREMENT PLANS

The College participates in two state-wide, muitiple employer, cost-sharing retirement plans which cover all
employees, except some substitute and part-time, non-teaching employees. The Teachers' Retirement
System (TRS) covers certified teaching employees, and the Public Employee Retirement System (PERS)
covers non-teaching employees. The plans are established by State law and are administered by the
Department of Administration of the State of Montana. The plans provide retirement, disability, and death
benefits to plan members and beneficiaries.

Both plans issue publicly available annual reports that include financial statements and required
supplemental information for the plans. The reports for the Teachers' Retirement System can be obtained
at P.O. Box 200139, 1500 Sixth Ave., Helena, MT 59620-0139. The reports for the Public Employees
Retirement System can be obtained at P.O. Box 200131, 1712 Ninth Ave., Helena, MT 59620-0131. The
financial statements for the Public Employees Retirement System include activity for a defined benefit and a
defined contribution retirement plan. The defined contribution plan is available to all active members
starting July 1, 2002. The assets of one retirement plan cannot be commingled with those of another plan.

21



DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE H - RETIREMENT PLANS (CONTINUED)
Contribution rates, expressed as a percentage of covered payroll, which are determined by State law, were

as follows:
June 30, 2002 and June 30, 2001:

Employer Employee Total
TRS 7.47% 7.15% 14.62%
PERS 6.80% 6.90% 13.70%

The amounts contributed by both the employees and the College for the prior three years ended June 30,
were as follows:

2002 2001 2000
TRS $ 197613  $ 190,949 § 388,492
PERS 74,092 81,5615 61,849
Total $ 271,705  $ 272,464 $ 450,341

The State of Montana contributes .10% of the employees’ wages covered by PERS, and .11% of the
employees' wages covered by TRS, which are considered on-behalf payments. The College did not record
this contribution in its financial statements, as required by generally accepted accounting principles.

NOTE | - RISK MANAGEMENT

The College faces a considerable number of risks of loss, including a) damage to and loss of property and
contents, b) employee torts, c) professional liability i.e. errors and omissions, d) environmental damage, and
e) workers' compensation, i.e. employee injuries. A variety of methods is used to provide insurance for
these risks. Commercial policies, transferring all risks of loss, except for relatively small deductible
amounts, are purchased for property and content damage, employee torts, and professional liabilities.
Coverage limits and the deductibles on the commercial policies have stayed relatively constant for the last
several years, except for property and content coverage where the guaranteed values have been
increased to approximate replacement cost of the assets. Settled claims from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.

NOTE J - RELATED PARTY TRANSACTIONS

The College engages in transactions with the Dawson College Foundation. The Dawson College
Foundation is a legally separate corporation formed to promote the College. The Dawson College
Foundation donates money to the College for operating expenses of the College, at the discretion of the
Board of Trustees of the Dawson College Foundation. There were no significant transactions during the
years ended June 30, 2001 and June 30, 2002.
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DAWSON COMMUNITY COLLEGE

GLENDIVE, MONTANA

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001 AND 2002

NOTE K - SEGMENT INFORMATION

The College maintains three auxiliary funds which are intended to be self-supporting. Financial segment

information is presented below.

As of and for the year ended June 30, 2001:

Dorm New Dorm Bookstore Total
Operating Revenues (Net) 194,205 37,076 145,825 377,106
Operating Expenses 102,840 27,897 186,091 316,828
Net Income (Loss) 91,365 9,179 (40,266) 60,278
Operating Transfers In (Out) (54,325) - - (54,325)
Net Working Capital 281,056 32,647 142,458 456,161
Total Assets 295,201 32,647 142,458 470,306
Total Liabilities 14,145 - - 14,145
Total Equity 281,056 32,647 142,458 456,161
As of and for the year ended June 30, 2002:

Dorm New Dorm Bookstore Total
Operating Revenues (Net) 241,698 43,791 138,699 424,188
Operating Expenses 99,430 34,534 130,905 264,869
Net Income (Loss) 142,268 9,257 7,794 159,319
Operating Transfers In (Out) (94,757) (10,000) - (104,757)
Net Working Capital 328,566 29,588 150,253 508,407
Total Assets 343,237 29,588 150,253 523,078
Total Liabilities 14,671 - - 14,671

29,588 150,253 508,407

Total Equity 328,566
NOTE L - PRIOR PERIOD ADJUSTMENTS |

The beginning fund balances were adjusted on the June 30, 2001, statement of changes in fund balances
as follows:

Fund Balance

Fund Type Increase Reason
General Operating $ 56,685 Retirement payable recorded twice

in prior year

Retirement of Indebtedness 33,263 Record certificate of deposit

NOTE M - CONTINGENT LIABILITY

The Montana Supreme Court ruled in Rippey that community college faculty are state employees for
purposes of entittement to payment for accumulated sick leave. Based on the Rippey decision of the
Montana Supreme Court, the community colleges may be drawn into a lawsuit by the community college
teachers seeking accumulated vacation and sick leave pursuant to Montana law for state employees. The
amount of this potential liability is not reasonably estimable at this time.
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001 AND 2002

NOTE N - SUBSEQUENT EVENT

The College has investments with Edward Jones as described in Note C. Between June 30, 2002 and the
completion of field work on September 18, 2002, those investments had additional unrealized losses of
approximately $111,000.
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Beginning Cash Balance

Additions:
Federal Advances

State Matching Funds

Institutional Matching Funds

DAWSON COMMUNITY COLLEGE

GLENDIVE, MONTANA

SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2001

STUDENT FINANCIAL AID MODIFIED STATEMENT
OF CASH RECEIPTS AND DISBURSEMENTS

Transfer from College Work Study -

Interest Collected
Interest Investments

Principal Collected
Total Additions
Deductions:
Distribution to Students
Excess Cash Paid Back
Transfer to SEOG
Administrative Expenses
Total Deductions

Net Change in Cash

Ending Cash Balance

PELL PERKINS CWS SEOG
$ 21,700 $ 16637 $ - -
465,112 2,240 21,427 34,935
- - 16,028 11,645
- - 7,462 -
- - 350
- 1,297 - ]
. 57 - -
- 10,044 - -
465,112 13,638 44917 46,930
462,011 9,000 41,891 46,930
21,700 - - -
- - 350 -
- 4,063 - -
483,711 13,063 42241 46,930
(18,599) 575 2,676 :
$ 3101 $ 17212 $ 2,676 -
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
SUPPLEMENTARY INFORMATION
FOR THE YEAR ENDED JUNE 30, 2002

STUDENT FINANCIAL AID MODIFIED STATEMENT
OF CASH RECEIPTS AND DISBURSEMENTS

PELL PERKINS CWS SEOG
Beginning Cash Balance $ 3,101 $ 17,212 $ 2,676 $ -
Additions:
Federal Advances 552,732 17,206 22,171 34,935
Transfer from College Work Study . - - - -
State Matching Funds - - 12,015 11,645
Institution Matching Funds - 1,823 5,149 -
Interest Collected - 1,608 - -
Interest Investments - 57 - -
Principal Collected - 8,122 - -
Total Additions 552,732 28,816 39,335 46,580
Deductions:
Distribution to Students 551,494 12,297 41,418 46,580
Transfer to SEOG - - - -
Administrative Expenses - 4,561 - -
Total Deductions 551,494 16,858 41,418 46,580
Net Change in Cash 1,238 11,958 (2,083) -
Ending Cash Balance $ 4339 § 29170 $ 593 $ -
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DAWSON COMMUNITY COLLEGE

SUPPLEMENTARY INFORMATION

GLENDIVE, MONTANA

FOR THE YEARS ENDED JUNE 30, 2001 AND 2002

Perkins Loan Program
Student Loan Advances
Administrative Cost

College Work Study
Wages

Supplemental Education Opportunity
Grant Program
Student Grants

Pell Grant Program
Student Grants

SCHEDULE OF EXPENDITURES
STUDENT FINANCIAL ASSISTANCE PROGRAMS
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2001 2002
9,000 12,297
4,063 4,561

13,063 16,858

41,891 41,418

46,930 46,580

462,011 551,494




DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
SUPPLEMENTARY INFORMATION
FOR THE YEARS ENDED JUNE 30, 2001 AND 2002

SCHEDULE OF ENROLLMENT STATISTICS

Third Week Report

Semester Resident WUE Nonresident Total

Summer 2000 26.20 - - 26.20
Fall 2000 345.00 41.60 9.13 395.73
Spring 2001 354.90 39.47 10.53 404.90
Summer 2001 38.30 - - 38.30
Fall 2001 ** 356.20 46.80 7.47 410.47
Spring 2002 ** 381.70 44.00 15.70 441.40

** Totals for Fall 2001 and Spring 2002 include late starting classes allowed
for full-time equivalent calculations.
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P.O. Box 1067

104 Second Avenue S.W.
H ' I l p C Sidney, Montana 59270
9 ° ° 406-482-2092

CERTIFIED PUBLIC ACCOUNTANTS 1-800-676-2467
FAX 406-482-2095

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER
FINANCIAL REPORTING BASED ON AN AUDIT OF GENERAL PURPOSE
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Legislative Audit Committee
of the Montana State Legislature

We have audited the general purpose financial statements of Dawson Community College as of
and for the years ended June 30, 2001 and 2002 and have issued our report thereon dated
September 18, 2002. We conducted our audit in accordance with generally accepted auditing
standards and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether Dawson Community College’s financial

statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct
and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we
do not express such an opinion. The results of our tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards. However, we noted an
immaterial instance of noncompliance that we have reported to the management of Dawson
Community College in the accompanying schedule of findings on pages 35-36 as finding #02-03.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Dawson Community College’s internal control
over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. However, we noted a matter involving the internal control over financial
reporting and its operation that we consider to be reportable conditions. Reportable conditions
involve matters coming to our attention relating to significant deficiencies in the design or operation
of the internal control over financial reporting that, in our judgment, could adversely affect Dawson
Community College’s ability to record, process, summarize and report financial data consistent with
assertions of management in the financial statements. Reportable conditions are described in the
accompanying schedule of findings on pages 35-36 as findings #02-01 and #02-02.

A material weakness is a condition in which the design or operation of one or more of the internal
control components does not reduce to a relatively low level the risk that misstatements in amounts
that would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. Our consideration of the internal control over financial reporting would not necessarily
disclose all reportable conditions that are also considered to be material weaknesses. However,
we do not believe any of the reportable conditions described in the accompanying schedule of
findings on pages 35-36 is a material weakness.

OFFICES IN GLASGOW, MALTA, S/%I\{EY, GLENDIVE AND WOLF POINT




This report is intended for the information of the Legislative Audit Committee of the Montana State
Legislature, Dawson Community College’s management, federal agencies and pass-through
entities, and is not intended to be, and should not be used by anyone other than these specified
parties.

Cprad . AL

CHMS, P.C.
Certified Public Accountants

September 18, 2002
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P.O. Box 1067

104 Second Avenue S.W.
C I I I I IS p C Sidney, Montana 59270
9 *\wme 406-482-2092

CERTIFIED PUBLIC ACCOUNTANTS 1-800-676-2467
FAX 406-482-2095

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN
ACCORDANCE WITH OMB CIRCULAR A-133

Legislative Audit Committee
of the Montana State Legislature

Compliance :
We have audited the compliance of Dawson Community College with the types of compliance

requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the years
ended June 30, 2001 and 2002. Dawson Community College’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings on
pages 35-36. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of Dawson Community
College’s management. Our responsibility is to express an opinion on the Dawson Community
College’s compliance based on our audit.

We conducted our audit of compliance in accordance the generally accepted auditing standards;
the standards applicable to financial audits contained Government Auditing Standards, issued by
the Comptrolier General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis, evidence
about Dawson Community College’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination of
Dawson Community College’s compliance with those requirements.

In our opinion, Dawson Community College complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the
years ended June 30, 2001 and 2002.

Internal Control Over Compliance

The management of Dawson Community College is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered
Dawson Community College’s internal control over compliance with requirements that could have a
direct and material effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on compliance and to test and report on the internal
control over compliance in accordance with OMB Circular A-133.

OFFICES IN GLASGOW, MALTA, SIDNEY, GLENDIVE AND WOLF POINT
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Our consideration of the internal control over compliance would not necessarily disclose all matters
in the internal control that might be material weaknesses. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not reduce to
a relatively low level the risk that noncompliance with applicable requirements of law, regulations,
contracts, and grants that would be material in relation to a major federal program being audited
may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over
compliance and its operation that we consider to be material weaknesses.

This report is intended for the information of the Legislative Audit Committee of the Montana State
Legislature, Dawson Community College’s management, federal agencies and pass-through
entities, and is not intended to be, and should not be used by anyone other than these specified
parties.

m )/4 é
CHMS, P.C.
Certified Public Accountants

September 18, 2002
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DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
SCHEDULE OF FINDINGS
FOR THE YEARS ENDED JUNE 30, 2001 AND 2002

SECTION 1 — SUMMARY OF AUDITOR’S RESULTS

Financial Statements

Type of auditor's report ISSUEA: ..........coeeiiveeeneeie e e e e e e e e Unqualified
Internal control over financial reporting:
Material weakness identified?...........cccouiiiiiiieer e No

Reportable conditions identified not considered
to be material WeaknNeSSEeS? ......oeeeiieii e Yes

Noncompliance material to financial statements noted?..........ccccccveveeiiiiiieniinnnnn. No

Federal Awards

Internal control over major programs:
Material weakness identified?............uceeiiiiiiiiii e No

Reportable conditions identified not considered
to be material WeaknNeSSES? ......couuiieniiii e e No

Type of auditor’s report issued on compliance
(0T g aqT= Lol gl o fe T =T o 4 LN PP PP Unqualified

Any audit findings disclosed that are required to be reported
in accordance with Circular A-133, Section .510(2)7 ......ccoeevvvei i, No

Identification of major programs:

CFDA Number Award Year Name of Federal Program
Various 00-01 & 01-02 Student Financial Aid Cluster
84.243A 00-01 & 01-02 Student Support Services — Trio Cluster
Dollar threshold used to distinguish between
Type A and TYPe B Programs:........coceeieeereeimiieeeeeeeeeeerii e e e e e e ee e s e e e e aeaenaes $300,000
Auditee qualified as low-risk auditee? ............ccccovriiiiiiiiiic No

35



DAWSON COMMUNITY COLLEGE
GLENDIVE, MONTANA
SCHEDULE OF FINDINGS (CONTINUED)
FOR THE YEARS ENDED JUNE 30, 2001 AND 2002

SECTION Il - FINANCIAL STATEMENT FINDINGS

Finding #02-01 — Cash Reconciliations
The College did not reconcile bank accounts and funds held outside the county treasurer to the
general ledger on a monthly basis.

Recommendation

The Colliege should reconcile all bank accounts, funds held by the county treasurer, and funds held
outside the county treasurer to the general ledger on a monthly basis. The College should keep a
subsidiary ledger of all bank accounts and investments held outside the county treasurer to
reconcile to the general ledger.

Finding #02-02 - Petty Cash
The institution has several petty cash bank accounts at Stockman Bank. The institution does not
have adequate control policies in place over management and operation of the petty cash funds.

Recommendation
The institution should adopt policies for the petty cash funds. The funds should be on an imprest
system, where the cash in the account and outstanding checks and deposits reconcile to a fixed
amount at all times.

Finding #02-03 - Vacation Accruals
The College calculates an employee’s excess annual vacation leave on a fiscal year basis instead
of a calendar year basis as required by Montana Code Annotated §2-18-617.

Recommendation
The Coliege should calculate excess annual vacation leave and forfeitures of that vacation leave
on a calendar basis in accordance with Montana Code Annotated §2-18-617.

PRIOR YEARS’ RECOMMENDATIONS

A summary of the recommendations from fiscal years June 30, 1999 and 2000 is as follows:
Finding Status
Recommendation #1 — Excess Cash Implemented
Pell funds drawdowns not reconciled
on a timely basis

SECTION lil - FEDERAL AWARD FINDINGS

NONE
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Duwson Box 421 Glendive, M‘.T. 59330-9_976

L - community College

(406) 377-3396 * Fax: (406) 377-8132 - Toll Free: 1-800-821-8320 * Web: www.dawson.cc.mt.us

October 30, 2002

Tara Hill

P O BOX 1067

104 Second Avenue SW
Sidney MT 59270

Dear Ms. Hill:

The following is our responsc to the recommendations made m the 2000-2002 audit
report for Dawson Community College.

Finding #02-01 — Cash Reconciliations
The College did not reconcile bank accounts and funds held outside the county treasurer

to the general ledger on a monthly basis.

Recommendation
The College should reconcile all bank accounts, funds held by the county treasurer, and

funds held outside the county treasurer to the general ledger on a monthly basis. The
- College should keep a subsidiary ledger of all bank accounts and investments held
outside the county treasurer to reconcile to the general ledger.

o Response
Concur, we will review thc established procedures, confer with the auditors, and make
- the necessary modifications to minimize the probability of a reoccurrencc of the issue

cited in the aforementioned recommendation.
- Finding #02-02 - Petty Cash

The institution has several petty cash bank accounts at Stockman Bank. The institution
does not have adequate control policies in placc over management and operation of the
petty cash funds.

Recommendation

The institution should adopt policies for the petty cash funds. The funds should be on an
imprest system, where the cash in the account and outstanding checks and deposits
reconcile to a fixed amount at all times.
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Response

Concur, we will review and make changes to the policies that are applicable to the pctty
cash funds. The changes will provide greater assurances that the imprest system, as
modified, is being adhered to and functioning according to policy.

Finding #02-03 — Vacation Accruals

The College calculates an employee’s excess annual vacation leave on a fiscal year basis
instead of a calendar year basis as required by Montana Code Annotated 2-18-617.

Recommendation

The College should calculate excess annual vacation leave and forfeitures of that vacation
leave on a calendar basis 1n accordance with Montana Code Annotated 2-18-617.

Response

For more than two decades the College has consistently applied the practice of
calculating excess annual vacation leave and forfeitures of vacation leave on a fiscal year
basis. We will review the current practice, confer with the County Attorney, and if
directed to do so will adopt the auditors recommendation.

ustin M. Cross
Dean of Administrative Services
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